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Incentive stock options, as the higher managements' reward, obtained the rapid 
development in the 1990s and became the fundamental mode of the western country 
enterprises’ long-term incentives. Looking over the enhancement of American 
enterprises’ competitive power in the recent 20 years, this kind of long-term incentive 
mechanism has lasting achievements. About incentive stock options, scholars of 
various countries primarily in America have conducted massive researches and have 
obtained amazing research results. On January 1, 2006, Securities Supervisory 
Association issued "Administrative Measures of the Equity Ownership Incentives in 
Listed Company (Implementation)", and this symbolized official implementation of 
the equity ownership incentives in China, and then r searches in this field have 
gradually enriched in China. 
At the very beginning, the dissertation analyzes the institutional factors of the 
equity ownership incentives in our country and this work paves the way to the 
following empirical studies. From 2006 to 2009, 137 China’s listed companies have 
announced incentive plans and 109 (approximately 80%) have choosen the stock 
options as the subject matter, so obviously incentiv  stock options are the fundamental 
mode of China’s listed companies’ long-term incentives. Therefore the dissertation 
takes incentive stock options as object of study. Then referring to the predecessor 
researches, the dissertation conductes the research on incentive stock options in 
China’s listed companies from two aspects. First the dissertation conducts the 
theoretical and the empirical study on the economy determining factors which drive 
listed companies’ stock options to explore the relation between incentive stock 
options and company characteristics. Next, the dissertation studies the incentive 
effects from two aspects: First, from the market value aspect, the study discovers the 
market value of incentive stock options is positive; there is executive opportunity 
behavior of pulling down exercise price in the state-owned listed companies and there 
isn’t in the non-state-owned listed companies; and option-based compensation is more 















and for higer growth companies. Second, useing paired T-test ,W-test and regression 
method, the study analyzes effects of incentive stock options on operating 
performance and finanical policy of China’s listed companies and discovers that 
incentive stock options are able to continually promote the profitability of listed 
companies but does not have remarkable promotion to the long-term growth potential 
and the competitive power. This indicats that incentiv  stock options cause the 
management to pay attention to the short-term achievem nt and its long-term 
incentive function has not obtained the effective display. Common reserves 
capitalizing is chosen by executives as the means of manipulations and improving 
corporate governance (e.g. The company has certain sc le salary committee.) has the 
restriction function to this behavior.   
This study is meaningful to find out status quo and characteristics of China’s 
listed companies’ equity ownership incentives, company government construction of 
listed companies and the consummation of the capital market and the manager market. 
Through carrying the theoretical and the empirical analysis on the relation between 
stock options and the company characteristics, the impacts of stock options on small 
and medium sized investors, effects of stock options  operating performance and 
financial policy, and proposing the improvement measures, it is good to facilitate the 
improvement and the development of Chinese equity ownership incentives, to 
supervise the listed companies’ equity ownership incentives, to consummate the 
capital market and the manager market; so it is of theoretical significance and 
practical significance. 
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